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Peanut Growers Meet War Demands 


The peanut promises to play an important role in the war 
economy. Oils derived from the peanut are needed to meet 
increased domestic consumption of vegetable fats, to take care 
of larger lend-lease demands, and to make up the loss of 
the far eastern supply of fats and oils. The Agricultural 
Marketing Administration recently announced a plan of di- 
verting into lend-lease channels, over the next three to six 
months, 60 to 70 per cent of the lard and 40 per cent of 
the pork produced from Federally inspected hog slaughter- 
ings. Despite increased production, a scarcity will occur 
unless demand is shifted to other sources. If other types of 
oil are substituted for lard in domestic consumption, a short- 
age will in turn be felt in other industries which have been 
using these oils in the past. 

In addition to increased demands placed upon ordinary 
domestic production, the problem is accentuated by the cut- 
ting off of 68 per cent of our supplies of imported oils, or 
10 per cent of our total normal consumption requirements. 
The quantity lost, however, is overshadowed in importance 
by the strategic nature of many of the oils which were im- 
ported from the East Indies. Cocoanut oil for soap making, 
of which an important by-product is glycerine, which in 
turn is used in the manufacture of nitroglycerine, formerly 
came from the Philippines. Supplies of palm oil and palm 
kernel oil, which were likewise used by the soap industry, 
are also cut off. If domestic oils are substituted in the pro- 
duction of glycerine, larger quantities will be necessary than 
if the imported oils were used, since domestic oils yield only 
from 10 to 11 per cent glycerine, while the imported oil 
yielded 14 per cent. Other important oils, such as castor 
oil, tung oil, linseed oil, and olive oil, were supplied almost 
entirely by imports. 
>To meet the increased demand and to provide substitutes 
for imported oils, a widespread program was launched, call- 
ing for increases in production of lard, tallow, cottonseed 
oil, peanut oil, soy beans, and other fats and oils. 

Farmers in the South, and particularly those in the Sixth 
District, are taking an important part in this program by 
expanding the production of peanuts. Plans an-_ - 
nounced in the fall of 1941 called for an increase 
of 83 per cent in the peanut acreage, as well as 
increases in other oil crops. Of the 3.5 million 
acres of peanuts planned, 1.6 million were to be 
acreage allotment or quota peanuts, while the re- 
maining 1.9 million acres were to go into oil. 

After the outbreak of the war, the goals for all 
oil-bearing crops were revised upward. The goal 
for peanuts was set at 5 million acres, instead of 
the September goal of 3.5 million, and the 1941 


production of about 2 million acres. The goal of planting for 
1942 has been practically reached. Current Federal crop 
estimates place the acreage at 4.8 million acres, just short 
of the 5 million acre goal. This represents 96 per cent more 
than was planted in 1941. Acreages planted by states are 
shown in Table I. 

Even before World War II peanuts were fast becoming 
one of the most important cash crops in the District. Acreage 
and production figures for recent years are summarized in 
Tables II and III. In 1941 the acreage picked and threshed 
in the six District states constituted 57 per cent of all the 
acreage harvested in the United States and 56 per cent of 
the total production. - 

The principal types of peanuts grown in the District are 
the Spanish, or white Spanish peanut, and the runner peanut. 
The Spanish type, which has a high oil content, leads in pro- 
duction in Georgia, Florida, and Alabama. The runner pea- 
nut has been grown principally as feed for hogs and as a 
source of vegetable oil. This peanut, which leads in Alabama, 
also is grown in Florida and Georgia. The Virginia peanut, 
which has a low oil content, is the leading type grown in 
Tennessee. 
> Normally, the peanut butter industry utilizes more peanuts 
than any other one use. Although the sale of peanuts in the 
shell is 80 per cent less in quantity than during the ten years 
preceding 1930, the sale of shelled peanuts for salted nuts, 
candy, and other uses has inc 

The crushing of peanuts for oil constitutes another im- 
portant use. During World War I, the tremendous demand 
for glycerine for munitions and the growing requirements 
for fats in general stimulated crushing. By 1918 over 95 
million pounds of peanut oil were being produced. Since 
World War I, the amount of peanuts converted into oil has 
varied with the relative price of the nuts and other oil. After 
1934, shelled peanuts usually sold sufficiently higher in price 
in relation to the price of oil to make it unprofitable to crush 
any but the lower grades. In the last few years the govern- 
mental program has diverted some quantities of all grades 
of peanuts into oil. The principal uses of peanut oil in 1941 

are summarized in Table IV. 

Many important by-products are obtained from 
the crushing and shelling of peanuts. Peanut cake 
and peanut meal, which are made from the residue 
after the crushing process, are sold chiefly as stock 
feed and as fertilizer. Peanut meal as a fertilizer 
ranks above cottonseed meal in ammonia and nitro- 
gen content. Peanut hulls are often fed back into 
machines that grind peanut cake into meal in order 
to Teduce the protein content of the peanut meal. 
The hulls are also used as fillers for fertilizers, as 


46 


MonTHLy Review of the Federal Reserve Bank of Atlanta for July 1942 


bedding in stables, and as essential ingredients in the manu- 
facture of floor-sweeping compounds, linoleum, dynamite, in- 
sulation blocks, magnesia tiles, and plaster and wallboard. 
Peanut hay, which has a high fat value in the feeding of cattle, 
is sometimes ground for use as a stock feed. The value of 
peanuts as a hog feed has long been recognized. 

> Peanut production came under the general agricultural 
program of the AAA in 1934 when part of the 1934 crop 
was diverted to the manufacture of peanut oil and to feed- 
ing of livestock. In 1935 acreage devoted to peanuts was 
limited. Diversion payments were made in 1935-36 to con- 
tracting growers and oil millers. There was no program 
for the 1936-37 season. 

Beginning with the 1937-38 season, the program authorized 
regional associations of peanut growers to pay certain prices. 
The associations bought directly from the producers and paid 
for the peanuts with money borrowed from the Commodity 
Credit Corporation. 

Although various producers’ marketing cooperatives had 
existed prior to 1937, the present associations are a result of 
the 1937 program. Under this program four associations 
were established: the Peanut Stabilization Cooperative, Inc., 
of North Carolina; the Virginia Peanut Growers’ Co- 
operative, Inc.; the Georgia-Florida-Alabama Peanut As- 
sociation (GFA) in the southeastern section; and the South- 
western Peanut Growers’ Association. 


TABLE I 
Peanut Acreage Estimate 
1942° July 1, 1942 
1941 Average tima’ 
*Includes acreage for all purposes. 
Source: U. S. Department of Agriculture. 
TABLE II 
Peanut 
(In ) 
Year Ala. Fla Ga. La. Miss. Tenn. District U.S. 
1934........ 240 57 471 140 39 14 961 1,488 
1935........ 272 464 130 11 972 1,473 
1936........ 276 567 140 26 9 1,090 1,606 
1937........ 230 70 507 110 24 9 950 1,500 
1938........ 265 75 590 130 29 8 1,097 1,708 
1939........ 270 85 650 130 30 8 1,173 1,859 
1940........ 310 94 705 110 28 6 1,253 2,040 
1941........ 315 94 670 100 27 - 7 1,213 *1,964 


*Represents the acreage picked and threshed, excluding ed out. 
Source: U. S. of Agriculture. 


TABLE III 
Peanut Production* 
(In Millions of Pounds) 
Year Ala. Fla. Ga. la. Miss. Tenn. District U.S. 
1934........ 156.0 31.4 289.7 6.7 21.8 9.9 515.5 1,010 
See 198.6 38.4 329.4 5.7 16.3 6.9 $95.3 1,147 
1936........ 223.6 45.4 433.8 6.7 13.5 5.6 728.6 1,253 
Pee 172.5 42.0 375.2 5.5 12.5 6.1 613.8 1,224 
1938........ 203.4 56.3 469.1 6.5 14.8 6.2 756.3 1,306 
1939........ 128.3 56.3 341.3 6.1 13.5 6.0 §51.5 1,180 
1940........ 227.9 73.3 581.6 4.0 11.5 4.5 902.8 1,749 
1941........ 252.0 65.8 525.9 3.3 14.0 5.3 866.3 998 
‘Harvested for nuts. 
Source: U. S. t of Agriculture. 


‘In order to induce growers to plant additional peanut 
acreage, they were assured by the Department of Agriculture 
of a minimum of $82 a ton on United States No. 1 white 
Spanish type for oil, delivered at approved local receiving 
agencies, and a minimum of $78 a ton on No. 1 runners, and 
$70 a ton per Class A Virginias. No limitation was imposed 
upon the quantity to be produced or marketed. 

The first step to furnish growers with the necessary seed 
was taken by the Department of Agriculture on January 31, 
1941, when all peanuts suitable for planting, which were held 
by agencies operating under the peanut marketing program, 
were taken over by the Commodity Credit Corporation. Six 
million dollars was allotted for the purchase of the seed. 
The GFA entered into an agreement with the Commodity 
Credit Corporation whereby the GFA acted as an agent in the 
distribution of the peanut seed for the states of Alabama, 
Florida, Georgia, Mississippi, and South Carolina. Similar 
agreements were made with other associations in other areas. 
The GFA distributed the peanuts through its warehouses and 
agents to growers promising to plant oil acreage and agreed 
to remit all notes and cash received from the sale of the seed 
to the Commodity Credit Corporation. The association was 
to receive reimbursement for the necessary handling, trans- 
portation, and administrative expenses. 

To become eligible for the purchase of peanuts for seed, 
the grower had to obtain a clearance certificate from his 
county AAA office, certifying that the peanuts were to be used 
for planting for oil purposes only. The grower might pay 
cash for the seed or sign a note, in which case the price was 
increased $2 a ton. Prices to the grower were prices paid by 
the Commodity Credit Corporation plus some charges for 
handling and transportation. The producers’ notes are to be 
liquidated after the peanuts are harvested. 

The Federal Reserve Bank of Atlanta for the Sixth Dis- 
trict acts as RFC custodian in the program. It advances cash 
for warehouse receipts, representing peanuts purchased by 
the Commodity Credit Corporation. As the peanuts are sold 
for seed, cash or producers’ notes are substituted for the 
trust receipts. By the end of June, 90,345 producers’ notes, 
amounting to $2.5 million, had been received by the Federal 
Reserve Bank of Atlanta. An idea of the extent of the pro- 
gram may be obtained by examining Table V. 


TABLE IV 
Factory a of Peanut Oil 
(In Thousands of Pounds) 


Source: U. S. Bureau of the Census. 


TABLE V 
Federal Reserve Bank of Atlanta 
Peanut Seed Producers’ Notes, 1942 


Face Amount 
1942 Number of Loans (In Thousands of Dollars) 
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> The next problem to be faced and overcome is the harvest- 
ing of the crop. The peanuts are dug in late August or early 
September, are allowed to dry, and are ready for the picker 
or thresher. The use of machines in picking is general. In 
this connection a real problem seems to exist. Peanuts are 
being raised in some counties where peanuts were never raised 
commercially before, or for any purpose other than hogging 
off, which does not require the use of machinery. If the 
pickers had been used on the normal basis of about 250 acres 
per picker, an enormous quantity of new pickers would have 
been required. It was obviously impossible to manufacture 
enough machines so that they might be provided on the old 
basis, since last year’s output was only 750 pickers. In 
addition, pickers use vital war materials, making it im- 
possible to secure sufficient raw materials, even if manu- 
facturing facilities were available. 

Again, through the cooperation of many agencies it appears 
that this problem of equipment will be solved before the 
time for the harvesting of the crop. A survey made by the 
GFA indicated that about 3,000 machines could be sscthnial 
by the equipment manufacturers, or a 400 per cent increase 
over the previous year’s production. If these machines were 
rationed and existing machines were used more intensively, 
it was believed enough machines would be provided to harvest 
the crop. The War Production Board provided the necessary 
authorization for the companies to secure the steel and other 
raw materials. The entire output of the manufacturers has 


been purchased by the GFA with a loan provided by the 
Commodity Credit Corporation. The machines will be sold 
by the association where it is indicated that there is a need 
for the machine and that its services will be made available 
to the growers at a reasonable price. 


> Once the peanut crop is harvested, storage facilities must 
be provided. The peanut crop of 1940, the largest on record, 
crowded the facilities of warehouses, and the new crop is 
expected to be more than twice this size. The Commodity 
Credit Corporation is underwriting the cost of new ware- 
houses, which are being constructed by the GFA. At least 
part of the additional warehouses will be ready to store 
the: crop. 

Fortunately no problem appears to exist in connection with 
processing the crop. In addition to the already existing facili- 
ties designed especially: for processing peanuts, there are ex- 
tensive facilities throughout the area for the crushing of 
cottonseed which may be used in the production of peanut oil. 
> There appears to be every assurance that the program will 
be completely successful. Barring some unforeseen con- 
tingencies, a large portion of the deficiency in oil will be 
met by the peanut growers of the Sixth District. In addition, 
valuable by-products will be available in increased quantities. 
Peanut cake and meal may provide a partial substitute for 
the nonorganic nitrogen used in commercial fertilizers, a 
shortage of which is anticipated for next year. 


Insurance Against War Damage 


On July 1, 1942, the Federal Reserve Bank of Atlanta, in 
common with the other Federal Reserve Banks, assumed a 
new function: that of serving as fiscal agent and custodian 
for the War Damage Corporation. This agency is a sub- 
sidiary of the Reconstruction Finance Corporation and has 
for its purpose the offering of protection against losses aris- 
ing from enemy attack or from action of the United States 
armed forces in resisting such attack. 

Insurance protection offered by the War Damage Cor- 
poration is written through the offices and facilities of nearly 
6,000 fire insurance companies that have agreed to act as 
fiduciary agents. Each fiduciary agent is authorized to re- 
ceive applications and remittances covering war damage in- 
surance premiums and to have the sole privilege of issuing 
policies. 

In writing war damage policies, the fiduciary agents utilize 
the services of what are called “producers.” Any authorized 
insurance broker, any duly licensed agent of a fire in- 
surance company that has been appointed as a fiduciary 
agent, and any direct writing mutual company or reciprocal 
exchange appointed as a fiduciary agent may act as a 
producer. Producers are entitled to a service fee not to exceed 
five per cent of each policy premium with a minimum fee of 
$1 per policy and a maximum fee of $1,000 per policy. 
Fiduciary agents are entitled to an expense reimbursement 
equal to 314 per cent of the premium, subject to a minimum 
fee of 50 cents and a maximum fee of $700 for any 
one policy. 
> While the risk insured against is new, the war damage 
insurance policies follow generally accepted insurance pro- 


cedures except for minor variations. Policies are written for 


"a one-year term. Only one policy may be issued to an in- 


sured or on any one property, and only one policy is per- 
mitted to an insured for certain types of coverage. These 
types of coverage are enumerated as follows: 

(1) Properties at fixed locations 

(2) Property in transit 

(3) Builders’ risk on hulls 

(4) Cargo stored afloat 

(5) Hulls 

(6) Growing crops and orchards 


Properties for which war damage insurance is not avail- 
able are “accounts, bills, currency, debts, evidences of debt, 
securities, money, bullion, and stamps.” Only by special 
policies or endorsements may coverage be secured for furs, 
jewelry, works of art, statuary, paintings, pictures, etchings, 
antiques, stamps and coin collections, manuscripts, books and 
printed publications more than 50 years old, models, curi- 
osities, and objects of historical or scientific interest. Limits 
of coverage are placed upon certain of these —- articles. 
In the case of furs, jewelry, art articles, and the like, the 
limit of coverage is $5,000 for any one article and $100,000 
for any one interest for commercial dealers and $10,000 for 
any one interest of a private nature. A limit of $10,000 is 
set in the coverage for any one pleasure watercraft or air- 
craft and a limit of $100,000 is set in the coverage for grow- 
ing crops and orchards. 
> War damage insurance is written on a purely voluntary 
basis. While it is doubtful that present fire insurance coverage 
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takes care of damage caused by enemy incendiary bombs, 
property owners are not required to carry war damage 
coverage. Mortgagees and other holders of security or 
financial interests in eligible property may, of course, obtain 
war damage insurance. Consequential or indirect losses, such 
as use and occupancy and rent and rental values, are not 
indemnifiable. 

The premium rate schedule imposes charges varying from 
three cents to 75 cents per $100 of insurance, but a minimum 
premium of $3 per policy is imposed. For each $100 of in- 
surance transit risks are insured at a flat rate of three cents, 

owing crops and orchards at a rate of five cents, and 
Swellings and farm properties (including their contents) at 
a rate of ten cents. The highest rate, 75 cents per $100 of 
insurance, is charged on commercial hulls other than of all- 
metal construction; on cargo stored afloat, in other than all- 
metal storage facilities; and on furs, jewelry, art objects, 
and the like. : 

A coinsurance clause is inserted on all policies covering 
structures, except dwellings and farm properties; on floater 
policies, covering movable property; on motor vehicles, 
pleasure aircraft and watercraft; on vessels and cargo stored 
afloat; and on publicly or privately owned utilities. Where 
coinsurance applies, the rates are calculated on the use of 
the 50 per cent coinsurance clause. Deductions of 30 per 
cent, 35 per cent, and 40 per cent, respectively, are permitted 
where 80 per cent, 90 per cent, and 100 per cent coinsurance 
clauses are utilized. 
> War damage insurance is essentially new to the American 
insurance field. A characteristic of modern war is that 
property far removed from the actual battlefronts is subject 
to Taunton from air, submarine, or other enemy attack. 
Previous to the opening of the second World War, private 
insurance companies provided only very limited insurance 
protection against loss due to enemy attack. 

Within a week after the Japanese attack at Pearl Harbor, 
the Reconstruction Finance Corporation, under authority 
conferred by Section 5d of the Reconstruction Finance Cor- 
poration Act, chartered the War Insurance Corporation. By 
newspaper announcement, the new corporation issued a sort 
of blanket insurance policy (unique in insurance history) 
against loss from enemy attacks on all properties located in 
continental United States. Subsequently, on December 22, 
1941, the War Insurance Corporation extended similar 
coverage to property owners in Alaska, Hawaii, the 
Philippine Islands, Puerto Rico, and the Virgin Islands. 

The authorized capital of the War Insurance Corporation, 
to be subscribed to solely by the Reconstruction Corpora- 
tion, was set at $100,000,000, of which $1,000,000 was paid 
in. The immediate purpose of this protection was to allay 
public anxiety over the prospect of enemy bombing along 
the west coast and Atlantic seaboard, and thus to raise or 
maintain public morale. 


> While the Reconstruction Finance Corporation had ample 
powers to provide insurance protection against loss due to 
enemy attack, legislation was introduced in Congress on 
January 14, 1942, to provide for the financing of the War 
Insurance Corporation and to establish certain limitations 
upon the authority of the new corporation. 

After committee hearings and congressional debate, the 


original proposals for war damage insurance were con- 
siderably modified. Instead of a blanket insurance poli 
covering all property owners with “free insurance,” wi 
loss claims to be paid out of government funds, war dama 
insurance became available effective July 1, 1942, for only 
those who paid for the protection in accordance with es- 
tablished insurance procedures. At the insistence of the 
House, a provision of the Senate bill, that protection in an 
amount of not more than $15,000 might be provided to a 
property owner without requiring the payment of a premium, 
was struck out. 

The question as to what properties were actually to be 
covered by war damage insurance was further clarified. 
Under the original announcement of December 13, 1941, 
there was some question as to whether the protection was 
available on property owned by state and local governments. 
There was doubt as to whether or not property in transit 
between possessions of the United States and its continental 
boundaries would be covered. There was the difficulty of 
determining how loss claims could be settled under the so- 
called blanket policy. There was the problem of establishing 
rates, some arguing that property located along the sea 
coasts or other exposed areas should carry higher rates than 
those properties located in less exposed areas. 

Most of these problems were disposed of by the legislative 
action taken. Any holder of property in areas under the 
dominion of the United States is now clearly entitled to war 
damage protection only if he takes out a policy. The same 
is true of property owned by state and local governments. 
Property in transit, not otherwise insured, is included. Even 
international. bridges, as for example private bridges lead- 
ing from New York into Canada, are specifically included 
as eligible property. __ 
> While the government has already had wide experience in 
both the life insurance and marine insurance fields, its 
entrance into the property damage field covering the entire 
continental United States as well as all territories under its 
dominion represents a somewhat revolutionary step. In con- 
gressional debates, it was brought out that some regarded the 
move as being socialistic in nature. Reflecting this point of 
view was the change in the name of the RFC subsidiary from 
War Insurance Corporation to War Damage Corporation. 
Because the risk of war damage was so uncertain and the 
lack of actuarial experience so disturbing, it was felt that 
private capital could scarcely be expected to provide the 
necessary protection. 

No one knows whether loss claims will be in millions 
or in billions. With the initial allocated capital of $100,- 
000,000 to the War Damage Corporation, the Reconstruction 
Finance Corporation is now authorized to lend $1 billion to 
the insurance corporation if the funds are needed. Pre- 
sumably Congress will authorize the allocation of additional 
funds as the need arises. 

The plan of war damage insurance protection as finally 
worked out represents a compromise between governmental 
and private insurance. A government agency stands in the 
position of guarantor and administrator. The plan utilizes 
private facilities in selling the insurance coverage. While the 
policyholder may look ultimately to the Government for loss 
claim reimbursement, his immediate war damage insurance 
relations will be entirely with private insurance companies. 
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Sixth District Business Conditions 


During July national decisions with respect to priorities in 
material usage had repercussions in the Sixth District. The 
most notable instance was the suspension of shipbuilding 
activities of the Higgins Corporation, in New Orleans, as a 
result of the steel plate shortage. The Higgins Corporation 
had contracts for 200 Liberty ships and was currently em- 
ploying about 8,000 men in the construction of the yard in 
which the ships were to be built. The Maritime Commission 
cancelled the contract in July when a shortage of steel plates 
made necessary a choice between the construction of more 
yards and the building of additional ships in yards already 
completed. In the month of June American shipyards turned 
out approximately 750,000 tons of merchant shipping—the 
largest amount of shipping ever completed in one month in 
any nation in the history of the world—and the continuing 
acceleration of the construction program has resulted in the 
steel plate shortage. 

On July 22 the new gasoline rationing plan went into effect 

in the Atlantic seaboard states. Georgia and Florida of Sixth 
District states are included in the rationed area. Attempts 
are being made to relieve gasoline and fuel oil shortages in 
the East, although the primary purpose of the gasoline ra- 
tioning program is, of course, to conserve automobile tires. 
Congress has now passed a bill providing for the construc- 
tion of a barge canal across Florida, but Major-General 
Reybold, chief of the Corps of Engineers, has estimated that 
three years will be required to complete the canal, so that 
current relief is dependent upon increased use of pipelines 
and railway tank car transport. The acute shortage of tankers 
continues. 
Agriculture: The agricultural outlook for the District re- 
mains favorable. The current over-all position as compared 
with previous years is indicated in Table I. While the figures 
given are as of April, there has been no significant change in 
the situation since that time. 

On July 1, according to the U. S. Department of Agricul- 
ture, increases over last year’s cotton acreage were indicated 
for all of the cotton-growing states except Alabama, where 
the acreage was the same as a year ago, and Georgia and 
Florida, where there were decreases of 2 and 8 per cent, re- 
spectively. Increases of 2 per cent in Louisiana, 3 per cent in 
Mississippi, and 6 per cent in Tennessee were reported. The 
July 1 cotton acreage in the Six States totaled 8,036,000 acres, 
an increase of 1 per cent over that for 1941. The Department 
of Agriculture attributes the decreases in cotton acreage in 
Georgia and Florida and the lack of an increase in pie ates 
to the fact that considerable acreages normally planted to 
cotton have been diverted to the production of peanuts. 
It might well be that the crop this year will turn out some- 
what better than this unofficial estimate because the aban- 
donment of cotton acreage last year was somewhat larger 
than average, and the current market price of cotton is above 
that prevailing at picking time last year. The average of spot 
quotations at the 10 designated markets has been at, or close 
to, 20 cents per pound in recent months, while in September 
and October last year it fluctuated around 16 and 17 cents. 

In Alabama the 1942 season began with too much rain and 
cool weather through March and part of April. Very good 
conditions prevailed after that until June, when most of the 
state received too much rain. The Alabama peach crop 


TABLE I 

Cash Income from Creps and from Livestock and Livestock Products in the 

Six States of the Sixth Federal Reserve District, April 1940-1942 

(In thousands of dollars) 

Livestock and Livestock 

State Crops Products 
1940 1941 1942 1940 1941 1942 
926 2,497 5,018 1,780 2,337 3,711 
11,600 16,909 22,207 1,244 1,564 2,226 
2,007 2,520 4,908 2,041 3,021 3,878 
Louisiana................ $423 5,338 8,253 1,664 1,290 3,332 
Mississippi............... 1,051 1,320 4,330 2,211 2,888 3,753 
Tennessee............... 3,434 1,955 2,506 3845 5,482 9,018 
SIX STATES............. 24,441 30,539 47,222 12,785 16,582 25,918 


seems to have been about 23 per cent smaller than that of 
1941, although 30 per cent larger than the average of the 
last 10 years. Conditions on July 1 indicated probable har- 
vest declines of 13 per cent in corn, 2 per cent in tame hay, 
and 30 per cent in potatoes, as compared with a year ago, 
while increases of 57 per cent in wheat, 4 per cent in 
oats, and 9 per cent in potatoes were indicated. 

Favorable rains were general in Florida during June and 
most crops are reported in good condition. The Tuly 1 con- 
dition of oranges and grapefruit was substantially better than 
in 1941, oranges being reported at 73 per cent of normal 
against 60 per cent last year, and grapefruit at 69 per cent 
compared with 46 per cent. Increased acreages are reported 
for most staple crops, the largest gains being 55 per cent in 
peanuts and 37 per cent in tame hay. 

Abundance of rainfall during most of June and early July 
was favorable for Georgia food and feed crops, but excessive 
rains in some parts of the state prevented proper cultivation. 
July 1 tame hay estimates indicated the greatest production 
on record, and the crops of wheat and oats are the largest in 
recent years. Peanut acreage increased this year over last 
by 85 per cent, and increases in smaller amounts are reported 
for most other crops except corn, rye, soybeans, and cotton. 

Crop conditions in Louisiana are generally favorable. Corn 
acreage is down 6 per cent from last year but the crop is 
expected to be equal to or slightly larger than that of 1941. 
An increase of 8 per cent is reported in oats. July 1 condi- 
tions indicate increases of 2 per cent in potatoes and 8 Le 
cent in sweet potatoes. Sugar cane acreage was expan ed 
14 per cent this year and tonnage harvested is expected to be 
40 per cent larger than in 1941. On an acreage 17 per cent 
larger than in 1941, rice production is expected to reach 
27,676,000 bushels, a gain of 39 per cent over last year and 
the largest on record. : 

The estimated planted acreage of Mississippi crops for har- 
vest in 1942 is slightly larger than that of last year. There 
were decreases in areas planted to corn, hay, and cowpeas, 
but potato acreage increased 17 per cent, oats 10 per cent, 
and sweet potatoes 7 per cent, while peanut acreage is two 
and a fourth times that of last year. Production estimates 
based on July 1 conditions indicate declines of 4 per cent in 
corn, 5 per cent in oats, and a small decrease in hay, but 
potatoes are expected to show an increase of 4] per cent and 
sweet potatoes 2 per cent. 

Tennessee farmers increased their planted acreage this year 
by almost 3 per cent. Increases in principal crops include: 
peanuts 57-per cent, oats 34 per cent, barley 31 per cent; 
soybeans 25 per cent, sorghum 12 per cent, tobacco 4 per 
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cent, corn 3 per cent, and potatoes 2 per cent. These increases 
were partially offset by decreases in cowpeas, sweet potatoes, 
and wheat, which are down 20, 17, and 1 per cent, respec- 
tively. While the potato acreage increased only 2 per cent, 
the present estimate indicates a crop 34 per cent larger 
than that of last year because of great improvement in yield. 
Construction: Indicating further expansion of wartime 
production and defense housing facilities needed in the Dis- 
trict, the value of contracts awarded in June was $174 million 
and was larger than the total for any other month for which 
statistical records are available. Prior to June the largest 
monthly total on record for the District was that of $145.7 
million for October last year. The June total is more than 
double that for May and four times the June 1941 total, and 
brings the January-June total to the record amount for that 
period of $399 million, larger by 77 per cent than the figure 
for the first half of 1941. Residential awards amounted in 
June to nearly $30 million, a total that had not been exceeded 
since 1925. State totals for June range from $25 million in 
Georgia to $62 million in Florida. 

Money and credit: Member banks in the Sixth District 
have continued to increase their holdings of United States 
government securities. On July 15 the twenty reporting 
banks owned $390 million in government obligations, rep- 
resenting an increase of 77 per cent during the last six 
months and a rise of 132 per cent over a year ago. Adjusted 
demand deposits at these banks at the middle of July 
amounted to $648 million, a rise of about 17 per cent since 
mid-January and of 24 per cent since mid-July last year. 
Total loans reported by these banks have continued to de- 
cline and are now less than at any time since November 1940. 

Net demand and time deposits of all member banks in the 
Sixth District increased somewhat further in June and as a con- 
sequence required reserves averaged $1.4 million higher than 
in May. Actual reserve balances, however, of member banks 
averaged $7.9 million larger in June so that estimated excess 
reserves increased to approximately $86.2 million. 

Federal Reserve note circulation of this Bank’s issue con- 

tinues to increase and reached $367.5 million on July 8. 
This amount represents a rise of 32 per cent since December 
and of 65 per cent during the last 12 months. 
Retail trade: In the first half of July weekly sales figures 
reported by twenty-five stores, well distributed throughout 
the District, continued at a level about 7 per cent higher than 
at the corresponding time last year. If this comparison should 
prove to be true for the entire month of July, it will mean 
that the decline from June will amount to only 10 per cent, 
about half the usual drop at that time, and that a new high 
level will be established for the month. 

June sales at Sixth District department stores declined 
seasonally from May but, in dollar volume, were 7 per cent 
larger than in June last year. Reports to this Bank by 80 
department stores located throughout the District reveal a 
decline of 13 per cent in dollar amount of sales from May to 
June, a decrease equal to the usual seasonal change. The in- 
crease of 7 per cent over sales in June last year is less than half 
the amount by which prices of goods sold by department 
stores are believed to have advanced in the past year, and re- 
flects a smaller actual volume of goods moving into the hands 
of store customers in June than during that month last year. 

Increases of more than 10 per cent over June 1941 were 
reported from Macon, New Orleans, Chattanooga, Jackson- 
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Sixth District statistics for June 1942 compared with June 1941. 


ville, Birmingham, and Tampa. In Atlanta June sales were 
1 per cent less than in June a year ago. 

Department store inventories at the end of June were 
about the same as a month earlier and, because there is 
usually a decline in early summer, the adjusted index rose 
further by 7 per cent. The dollar value of June inventories 
was 73 per cent greater than for June 1941, only a part of 
which increase may be attributed to the rise in prices. 

Retail furniture stores experienced a further decline in 
sales in June as compared with the same month a year ago. 
Total sales of 28 retail furniture stores in the Sixth Federal 
Reserve District declined 23 per cent in June 1942 as com- 
pared with June 1941 despite higher prices. The continuing 
effects of Regulation W in reducing the volume of consumer 
debt outstanding are reflected in figures of furniture store 
collections during June. Collections in June were 17 per 
cent higher than a year ago while accounts receivable were 
14 per cent less. The collection ratio in June was 17 as com- 
pared with 11 in June 1941. 

Furniture store inventories have increased greatly in the 
past year. Fifteen retail furniture stores reported inventories 
at the end of June, 52 per cent higher than at the end of 
June 1941. 

Several explanations can be advanced for the absolute de- 
cline in furniture store sales and the physical decline in 
department store sales as compared with June 1941. To some 


extent, no doubt, stricter credit regulations have reduced | 


instalment sales and charge account sales. The prospect of 
increased taxes and larger investment in War Savings Bonds 
have also had their effects. Table II is of interest in this 


connection. 


TABLE II 
UNITED STATES WAR SAVINGS BONDS* 
Bank of Atlanta, its branches, and qualified 
in the Sixth Federal Reserve 


Issued by the Federal Reserve 
issuing agents District 
July 1-15, 1942 
Number Maturity Value 


‘These figures do not include bonds issued by postoffices 
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SIXTH DISTRICT BUSINESS INDEXES 


SIXTH DISTRICT BUSINESS STATISTICS 


Department Store Sales** Department Store Sales for June 1942 compared with : 
(1935-39 Average = 100) May 1942 June 1941 May 1942 June 1941 
Adjusted*** Unadjusted Baton Rouge.... — 17 Pee Macon.......... —2 + 16 
une Ma June June Ma June Chattanooga.... — 8 +12  Miami........... —1i4 + 0 
42 1941 1942 19481941 ackson......... +4 Montgomery +9 
115 134 14 = 
Birmingham.......... 1 
New Orleans......... SIX $73.40 $99 $968,549, $257,990 
18655 24,433 15,628 110.357 77.404 
(1935-39 Average = ee i 5 Sa 45, 32,490 
Adjusted** nadjusted 51,743 37,407 
Ma M 
lure 942 194% 10080 73°399 50,144 
DISTRICT 201 121 169 120 
Birmingham.......... 186 156 120 174 160 112 In Thousands of Dollars) Per Cent Change 
Montgomery......... 167 170 109 June May - ‘une 1942 from 
Nashville............. 223 208 120 1942 1 1941 May1942 Junel941 
New Orleans......... 228 209 125 13,632 12593 ...... + 8 
a 146,028 157,408 122458 — 7 +19 
Payrolls 3,544 — + 46 
(1982 Average = 100) ‘904 114/690 60.043 —18 + 86 
June June 31,641 — + 27 
19421 1941 
336 326 236 120,602 124641 106,19 —3 +4 
576 550 348 ‘790 59,470 2799 +2 +8 
306 185 10/947 12,779 
249 180 51,608 55,6 41,539 — 7 + 24 
7,199 8,674 6,693 17 + 8 
Cotton Consumption** Coal Production** - Pree 5 302,008 335,071 283,864 —lU + 6 
(1923-25 Average = 100) (1935-39 Average = 100) 
June Ma June June Ma June Columbus. 32,136 31,389 23,478 + 2 37 
160 3,416 3,478 2,726 — 2 +25 
Alabama............. 323 305 309 1 
Georgia.............. 251 238 227 vannah.............. 48,721 45,839 37,234 + 6 + 31 
Tennessee........... 223 221 261 158 158 152 
Wholesale Sales Electric Power Production** Baton Rou 34,426 92,959 + 
(1923-25 Average = 100) (1935-39 Average = New 914016 «291/843 «(280,988 8 + i2 
June Ma une lune une 
1942 1942 1941 10,648 —«:10,046 8960 + 6 +20 
35,773 29,911 — 1 + 18 
Hydro-generated 154 128 99 16,152 18,060 16,073 —ll + 0 
Fuel-generated 263 265 248 Vicksburg.............. 9,004 11,886 8060 —24 +12 
Chattanooga........... 69,130 74,361 58,910 — 7 +17 
** Indexes of department store sales, 
electric and coal produc- 26 Cities............... 1,636,550 1,686,187 1,389,540 + 18 
tion, of cotton consumption United States 
are on a daily average basis. 274 Cities..............+ 50,110,000 48,324,000 45,937,000 + 4 + 9 
*** Adjusted for seasonal variation. 
t = Revised. Copies of the back fig- COND MEMBER BANKS SELECTED CITIES 
ures on the new will (In Thousands of Dollars) Per Cent Change 
furnished upon request. July 15, 1942, vom 
Titles of the] Retail Sales and the July 15 Junel7 July 16 une 17 Jul 16 
chang Departmen’ Loans and Investments—Total. ... 905,607 871,648 731,547 + 4 24 
and Store 363,393 372,838. 381,120 — 3 
tocks, respectively. Commercial, industrial, and 
agricultural 202,601 211,647 192414 —4 + § 
n pape: 7,501 5,738 5,1 +45 
CONDITION OF FEDERAL RESERVE BANK OF ATLANTA 6 
(In Thousands of Dollars) Per Cent Other loans tor purchasing 
uly une estate loans............... x 
1421 1 1841 Loans to banks i 
1,058 18 38 111,277 126897 — 2 —14 
1,107 967 174 oS ae 498,810 350,427 + 9 + 55 
131594 110,088 92,061 + is + 346,487 167,788 +13 +133 
1; + + 41,606 259 
350, 222,157 + 5 +65 110,717 113,380 
964,695 354,716 284,357 + 3 + 28 211,916 203 + 8 +25 
68,313 579 30,218 ae ae 19910 15421 + 1 +23 
23,180 26,488 41,494 —12 — 44 249,674 
. 2925 3581 6372 —18 —54 +2 423 
489,113 385,364 362,42 +19 —27 
689,119 623,145 497,374 + +39 432,618 365,062 ~ is 
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Commercial loans, which 
include and a tural loans, rep- 
resent May 19, “Other 
loans” as m reported. figures shown 

are for July 15, 1942. : 


Wednesday figures, partly estima’ Latest 


The National Business Situation 


Industrial activity continued to advance during June and the first half of July. Volume 
of goods distributed to consumers continued substantially below a year ago and 
commodity prices generally showed little change. 


Production: Industrial output increased further in June and the Board’s season- 
ally adjusted index rose from 174 to 177 per cent of the 1935-39 average. Production 
in the machinery, transportation equipment, and other armament industries con- 
tinued to advance, reflecting further progress toward meeting the requirements of the 
war production program. Steel production declined somewhat in June but increased 
to earlier high levels in the first three weeks of July. Lumber production increased 
seasonally in June, while in the furniture industry, where activity usually rises at this 
time of year, there was a decline, reflecting in part the fact that a number of plants 
in the industry are being converted to the manufacture of war products. 

In industries manufacturing nondurable goods, output as a whole showed little 
change from May to June. Textile production declined somewhat, reflecting a reduc- 
tion in activity at cotton mills from earlier peak levels. Paper-board production 
decreased sharply further and there was also a decline in activity in the printin 
industry. On the other hand, output of manufactured food products increased pa 
shoe production showed less than the customary seasonal decline. 

Mineral production continued large in June. Coal production was maintained at 
peak levels; output of crude petroleum showed little change, following the sharp 
decline that occurred during March and April. Lake shipments of iron ore in June 
amounted to 12,600,000 gross tons and at the month end stocks at lower Lake ports 
totaled 31,000,000 tons as compared with 26,600,000 tons a year ago. 

Value of construction contracts awarded, as reported by the F. W. Dodge Corpora- 
tion, continued to increase in June and was 57 per cent above the previous record 
high month of August 1941. The sharp rise in June reflected a continued increase 
in awards for public projects, which accounted for about 93 per cent of all con- 
tracts let during the month. 

Distribution: Distribution of commodities to consumers declined somewhat further 
in June. Smaller sales were reported by both department stores and mail-order houses, 
while sales at variety stores were maintained at about the May rate. In the first half 
of July department store sales showed less than the customary sharp seasonal decline. 
Volume of railroad freight traffic was maintained in large volume during June and 


’ the first half of July. The number of cars loaded was below the level that prevailed 


a year ago, however, reflecting a sharp reduction in carloadings in less-than-carload 
lots as a result of orders by the Coordinator of Transportation which raised the 
minimum permissible weights for such loadings and thereby effected a fuller utiliza- 
tion of existing equipment. 

Commodity prices: Prices of most commodities both at wholesale and retail 
continued to show little change from the middle of June to the middle of July. Prices 
of cotton, wool, and some other agricultural commodities, which had declined in 
the early part of June, advanced in this period. 

About twenty additional maximum price schedules were announced covering a 
wide variety of products and in some cases requiring price reductions. On the other 
hand, Federal approval was given for higher prices on various processed fruits and 
vegetables, textile products, petroleum products sold on the East Coast, and services 
supplied to consumers. 

Retail prices of uncontrolled foods advanced sharply from May to June and the 
Bureau of Labor Statistics price index for all foods rose 114 points to 123 per cent 
of the 1935-39 average—an increase of one-fourth since the beginning of the current 


_ advance in March 1941. 


Bank credit: Member banks in leading cities increased their holdings of Govern- 
ment securities sharply during the first half of July. Purchases included portions of 


- increased Treasury bill issues and of the new 2 per cent 7- to 9-year bond. This 


followed a substantial growth in the second quarter of the year when member banks 
absorbed about 3.3 billion dollars, or more than half of the increase in Treasury 
open-market issues. All classes of banks showed large increases, the largest percent- 
age increases being in Chicago and at reserve city banks. 

(Prepared by the Board of Governors of the Federal Reserve System) 
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